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REPORT 


To  the  Chamber  of  Commerce  : 

Your  Committee  on  Taxation  submits  the  following  report  and 
resolution  regarding  the  taxation  of  mortgages  : 

The  passage  last  winter  of  the  law  exempting  moneys  invested 
in  mortgages  from  taxation  under  the  General  Property  Tax  law 
and  imposing  instead  a  tax  of  one-half  of  one  per  cent,  annually, 
to  be  paid  by  the  lender,  has  served  to  make  clear  in  the  public 
mind  the  fact  that  the  lender  shifts  the  burden  of  the  tax  over 
upon  the  borrower.  In  consequence  of  this  knowledge  people  are 
now  more  earnestly  than  ever  demanding  the  abandonment  of 
mortgage  taxation.  They  see  that  their  real  estate  is  taxed 
without  allowance  for  mortgage  debts,  and  they  see  that  the  ad- 
ditional burden  of  one-half  of  one  per  cent,  falls  only  upon  real 
estate  that  is  mortgaged.  They  have  thus  learned  that  the  taxa- 
tion of  mortgages  is  in  a  way  double  taxation,  and,  in  a  way, 
discriminatory  in  character. 

It  is  the  purpose  of  your  Committee,  if  the  Chamber  approves, 
to  make  a  further  presentation  at  Albany  of  the  often  expressed 
sense  of  the  Chamber  adverse  to  the  taxation  of  mortgages  in 
order  to  promote  the  repeal  of  the  law  passed  last  winter  and 
to  secure  the  passage  of  a  law  that  will  impose  instead  a  tax  of 
one-half  of  one  per  cent,  to  be  collected  as  a  recording  fee,  not 
annually,  but  once  and  for  all. 

It  is  the  purpose  of  your  Committee,  following  also  the  often 
repeated  expressions  of  the  Chamber,  to  urge  that  this  tax  shall  be 
credited  to  the  tax  districts  in  relief  of  their  burdens,  and  shall  not 
be  credited  to  the  State  in  whole  or  in  part. 

It  would  not  be  necessary  to  extend  this  statement  at  all  before 
this  body  were  it  not  that  misconceptions  exist  as  to  the  situation 
created  by  the  law  of  last  winter. 

The  complete  abolition  of  mortgage  taxation  under  the  earlier 
conditions  of  law,  standing  by  itself,  would  have  brought  about  a 
sensible  reduction  of  the  interest  rate  on  mortgages.  Your  Com- 
mittee stated  here  some  years  ago  that  this  reduction  would  amount 
probably  to  one-half  of  one  per  cent,  a  year  in  New-York  and  still 


more  in  country  districts.  This  estimate  must  now  be  reduced 
because  of  the  system  of  full  value  assessments  in  our  City.  The 
old  tax  rate  of  two  hundred  and  fifty  per  hundred,  more  or  less, 
having  been  cut  down  one-third,  more  or  less,  the  estimate  as 
respects  the  excess  interest  rate  under  the  old  law  should  be 
reduced  in  the  same  proportion. 

The  new  tax  of  one-half  of  one  per  cent,  then  would  not  increase 
the  former  interest  rate  by  an  equal  figure,  but  would  increase  the 
normal  interest  rate  in  the  absence  of  all  mortgage  taxation  by  the 
figure  of  one-half  of  one  per  cent.,  plus  some  allowance  to  be  made  be- 
cause of  the  vexatious  character  of  some  provisions  of  the  new  law, 
and  because  other  provisions  of  the  new  law  subject  mortgages  to 
a  distinct  hazard  in  case  the  mortgagees  fail  for  any  reason  to  comply 
with  the  terms  of  such  provisions. 

So  nearly  as  can  be  judged  the  actual  increase  in  the  interest 
rate  runs  in  New- York  to  about  one-third  of  one  per  cent.,  but  this 
estimate  must  not  be  accepted  as  absolute,  for  the  reason  that  the 
new  law  has  not  been  long  in  operation,  and  for  the  further  reason 
that  the  conditions  of  the  money  market  have  not  been  altogether 
normal. 

It  remains  true,  however,  that  every  real  estate  owner  whose  prop- 
erty is  mortgaged  must  now  pay  an  interest  rate  which  is  one-half 
of  one  per  cent,  higher  than  the  normal,  with  some  addition  to  the 
one-half  of  one  per  cent.,  because  of  the  character  of  the  law,  and  that 
•by  so  much  his  real  estate  is  discriminated  against.  It  is  as  a  rule  not 
the  rich  who  suffer  in  this  way,  but  those  who  can  hold  real  estate 
only  by  placing  mortgages  upon  it. 

Your  Committee  offers  this  resolution  : 

Resolved,  That  this  Chamber  reasserts  its  traditional  declaration 
that  the  taxation  of  mortgages  is  against  sound  public  policy,  but 
as  a  compromise  approves  the  imposition  of  a  recording  tax  of  one- 
half  of  one  per  cent. 

All  of  which  is  respectfully  submitted. 

(Signed,         GEOBGE  F.  SEWABD,  ^ 

GEORGE   FOSTER  PEABODY, 
GEORGE  HAVEN  PUTNAM, 


EDWARD  D.  ADAMS, 
HEBMANN  H.  CAMMANN, 
ALEXANDEB  E.  OEB, 
CLARENCE   H.  KELSET, 


Committee  on 
State  and  Munici- 
pal Taxation. 


NEW-YOBK,  January  29th,  1906. 
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